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SUBJECT: PRC LINK TO MACHINERY VENTURE IN HONG KONG 

SUMMARY: THE HONG KONG GOVERNMENT HAS APPROVED A SITE ON 
TSING YI ISLAND FOR CONSTRUCTION OF A MACHINERY ASSEMBLY 
PLANT TO BE BUILT BY THE TAI TUNG COMPANY- A PRC-LINKED 
FIRM. THE US$20 MILLION PROJECT WILL ASSEMBLE MACHINERY TO 
CUSTOMER SPECIEICATIONS USING PRC COMPONENTS. IT WILL TAKE 
18 MONTHS TO RECLAIM THE LAND AND BUILD THE PLANT. THE 
VENTURE IS REPORTEDLY FINANCED BY OVERSEAS CHINESE AND WILL 
BOOST PRC EXPORTS OF MACHINERY ITEMS. END SUMMARY. 

1. A RECENT PRESS ARTICLE (SCMP JULY 16) CLAIMS THAT CHINA 
IS PROPOSING TO BUILD A MACHINERY MANUFACTURING FACILITY 
ON TSING YI ISLAND IN HONG KONG. THE PLANT WILL COST HKSlOO 
MILLION (ABOUT US$20 MILLION) AND WILL PRODUCE SUGAR 
REEINING AND OTHER ENGINEERING EQUIPMENT AND WILL INCLUDE 
A FOUNDRY. THE ARTICLE REPORTS THAT CHINA HAS APPLIED 
THROUGH THE TAI TUNG COMPANY FOR A 2.5 ACRE SITE EOR THE 
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TSING YI AS AN INDUSTRIAL DISTRICT. IN ADDITION, THE 
ARTICLE CLAIMS THAT THIS IS ONLY THE EIRST OE SEVERAL 
LARGE SCALE VENTURES IN HONG KONG PLANNED BY THE PRC. 

2. ON JULY 16 THE CONGEN COMMERCIAL SECTION SPOKE WITH 
W.H. CHOI WHO IS THE MANAGER OF ORIENTAL MACHINERY LTD., 

A HONG KONG AGENT FOR PRC MACHINE TOOLS. TAI TUNG 
COMPANY IS A NEW VENTURE SET UP BY CHOI TO BUILD A 
MACHINERY ASSEMBLY PLANT ON TSING YI USING PRC-PRODUCED 
COMPONENTS. THE ASSEMBLY FACILITY WILL PRODUCE EQUIPMENT, 
PRIMARILY METALWORKING MACHINERY, TO CUSTOMER SPECIFICATIONS. 
CHOI SAID THAT HONG KONG GOVERNMENT APPROVAL FOR THE SITE 
HAS BEEN GRANTED. THE PROJECT WILL TAKE ABOUT 18 

MONTHS TO COMPLETE SINCE THE SITE IS ON THE SHORE AND 
MUST BE RECLAIMED. CHOI CLAIMS THAT FINANCING IS BEING 
PROVIDED BY AN OVERSEAS CHINESE AND NOT BY THE PRC. 

HE IS NOW ON A TRIP TO THE US TO PURCHASE EQUIPMENT FOR 
THE PROJECT. 

3. COMMENT:, THIS IS THE SECOND PRC-LINKED VENTURE ON 
TSING YI. A HK$50 MILLION (ABOUT US$10 MILLION) OIL 
STORAGE DEPOT IS UNDER CONSTRUCTION TO HANDLE PRC EXPORTS 
OF PETROLEUM PRODUCTS TO HONG KONG. CONTRARY TO THE 
PRESS PIECE, THE ASSEMBLY FACILITY IS APPARENTLY 

A PRIVATELY FINANCED VENTURE ALTHOUGH THE FIRM INVOLVED 
HAS CLOSE LINKS WITH THE PRC AND OBVIOUSLY HAS SECURED 
CHINA'S AGREEMENT TO PROVIDE COMPONENTS FOR THE VENTURE. 

IT APPEARS THAT PEKING IS INTERESTED IN PROJECTS OF 
THIS SORT WHICH WILL INCREASE CHINESE EXPORTS AND CAN TAKE 
ADVANTAGE OF HONG KONG POLICIES FOR ENCOURAGING INDUSTRIAL 
DIVERSIFICATION. THROUGH THIS TYPE OF ARRANGEMENT PEKING CAN 
MAINTAIN ITS POLICY AGAINST JOINT VENTURES IN CHINA, MAKE 
USE OF PRIVATE CAPITAL, AND OBTAIN THE BENEFITS OF WESTERN 
MARKETING EXPERIENCE FOR ITS PRODUCTS. 
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